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Public Act 09-206 (the “Act”) charged the Commissioners of the Departments of Soclal Services ("DSS") and
Administrative Services and the Office of the State Comptroller ("0OSC™), In consultation with the Commisstoners of
Public Health and Insurance, to implement and maintain a program and procedures to aggregate or negotiate the
purchase of prescription drugs for participants of the publicly-funded medical assistance programs with purchase on
behalf of state employees and retirees,

Fulfilling this mandate, on October 6, 2010, DSS presented to the Legislature a “Prescription Drug Purchasing
Program Report”, which offered two alternative means of achieving cost savings:

A, authorlzing the Comptroller to amend the OSC's existing contract with Caremark to authorize

aggregate purchasing prescription drugs for state employees, retirees, and participants of the
publicly-funded prescription drug programs; or

B. directing the Commissloner to reduce reimbursement rates to mirror those utilized by the 0SC,

The OSC has endorsed option (a) because It offers the greatest opportunity to achleve not only volume-related cost
savings, but alse administrative cost savings. Option (b) will not yield administrative cost savings, and can be
regarded as anti-competitive,

Compari- Option (a) Option (b)

son of Op- House Bill 6322 Governor's Bill 1013, Section 2

tlons An Act Concerning State Prescription Drug An Act Implementing the Governor's

(a) and {(b) Purchasing Budget Recommendations Concerning

Human Services

Goal To achieve cost savings In purchase of prescrip- Same,
tion drugs for participants of the publicly-funded
medlical assistance programs.

Summary Seeks to extend the 05C’s existing authority to Seeks to mirror the dispensing fee and drug
purchase prescription drugs for state employees reimbursement prices paid under the 05C's
and retirees to include recipients of the publicly- contract with Caremark,
funded medtcal assistance programs.

Estimated $66.5 million annually related to volume-related | $76 million in FY’'L2 and $80 mifllion in

Cost Sav- discounts and $10 milllon per year in administra- | FY'13,

ings tive cost savings.

Method The OSC will through Caremark negotiate volume- | DSS will reimburse pharmacies at the same
related discounts in the reimbursement cost of dispensing fee and drug reimbursement
prescription drugs, rates as arc paid through the OSC contract

with Caremark.
The dispensing fee paid by DSS will remain $2.90
per prescription, and the reimbursement rate will | The dispensing fee pald by DSS will be re-
be based on Average Wholesale Price (AWP) tess | duced from $2.90 to $1.40 per prescription,
a higher discounting factor than is currently used | and the reimbursement rate will be based
by DSS. If the dispensing fee were to be re- | on Average Wholesale Price (AWP} less a
duced, an additional $13.5 millon in savings | higher discounting factor than is currently
over the above flgures would resuit, used by DSS,




Option (a)
House Blli 6322
An Act Concernlng State Prescription Drug
Purchasing

Option (b)
Governor's Bili 1013, Section 2
An Act Implementing the Governor's
Budget Recommendations Concerning
Human Services

Procedural | Intreduced by the Human Services Committee on Introduced to the Human Services Committee
History 2/9/11; subject of public hearing on 2/14/11. HB by Senators Williams and Looney and
6322 Is a stand-alone bill, passage of which Representatives Donovan and Sharkey on
could be expedited. Given the required lead 2/17/11. Section 2 Is just one part of an
time, passage no later than March 31, 2011 is rec- extensive bill,
ommended,
Time This inltiative will require a 90-day lead time. Cost Unknown.
Frame savings are based on implementation on or before
July 1, 2011, and savings will be reduced by $7.5
miltion per month If implementation is delayed.
Agency Option (a) Option (b)
Issues and House Bill 6322 Governor's Bill 1013, Sectlon 2
Concerns An Act Concerning State Prescription Drug An Act Implementing the Governor's
Purchasing Budget Recommendations Concerning
Human Services
source DSS written testimony. 08C,
Contract- Mirroring rates outside of a competitive bid
related Issue: Entering Into an exclusive contract with process can be regarded as anti-competitive
Caremark as a sole provider of retall pharmacy ap- | and may influence Caremark and its competi-
pears to violate the Medicald requirement that DSS | tors to adjust their pricing upon issuance of
enroll "any willlng pharmacy provider”. the next Request for Proposals.
Answer! The Caremark contract was competitively
bid through Request for Proposals (RFP} process
and includes an extensive pharmacy network that
is both larger than the network maintalned by DSS,
and has the capacity to serve participants who live
out of state. Although It would delay implementa-
tlon, the contract, which continues through June
30, 2013, could If necessary be re-bid.
Potential Mirroring reimbursement rates will only
for Cost achleve savings to the DSS programs and will
Savings fall to realize the longer-term cost savings to

the OSC that are assoclated with aggregating
purcitasing.

Further, Option {b} is not conducive to re-
ducing costs of other departments/units of
the state by aggregating prescription drug
purchasing with the OSC, The above-
referenced report to the Legislature detalls
the following additional annual expenditures
on prescription drugs:

¢ Department of Corrections: $14 million

e Department of Children and Families:
$850,000

* John Dempsey Hospital/UConn:

$14 million

+  DMHAS: $8 million

¢ Department of Public Health: $9 milfion




Issues
and
Concerns

Option (a)
House Bill 6322
An Act Concerning State Prescription Drug Pur-
\ chasing

Option (b)
Governor's Bill 1013, Section 2
An Act Implementing the Governor's
Budget Recommendations Concerning Hu-
man Services - :

Source

DSS written testimony,

’

08¢,

Faderal
complilance

Issue: This means of purchasing drugs, which will use
0S¢ as an "intermediary", will not provide "sufficient
direct control over the PBM [Pharmacy Benefits Man-
ager] provider” to ensure compliance with Medicaid re-
quirements.

Answer: Aggregating purchasing will not affect DSS'
administrative authority over any of the terms of partici-
pation (e.g. eligibllity determination, cost sharing re-
quirements, benefit limits, prior authorization proce-
dures) in the medical asslstance programs.

Administra-
tive

Issue: "Claims would have to be processed twice, first
by Caremark and then by the Medicaid ctaims system
{HP) with assoclated costs of duplication.” Implementa-
tion cannot be accomplished timely because there are
multiple parties Involved and achleving the required
nterfaces will be complex.

Answer: Caremark serves Medicaid programs in 19
other states in which these Issues have been re-

solved. OSC staff has been In active dlalogue with both
Caremark and DSS about required ime frame and a 90-
day lead time has been Identifted as sufficient by Care-
mark,

Participant
Impact

Issue: "Use of mail order service are of concern due to
the transient nature of the cllent population.”
Answaer Participants of the DSS medical assistance
programs will not be required to use mail order, Mail
order is an optional feature of the state employee and
retiree prescription drug plan, and currently only ap-
proximately 3% utilize It. Refated, participants will be
able to continue to fill their prescription drug needs lo-
cally and no other terms of participating in the
program (use of the preferred drug list, emergency
fills, appeals) will change.

' Provider
Impact

Issue: "It Is not clear whether this proposal would
climinate access to 3408 pharmacles and their associ-
ated savings.”

Answer: This initlative relates only to the purchase of
prescription drugs through DSS programs that are dis-
pensed to participanis by retait pharmacies. Entitles
that have qualified for 3408, such as John Dempsey
Hospital and the federally qualified health centers, will
continue to be able to purchase drugs as they do today.

Under this proposal, the dispensing fee paid by
0SS will be reduced from $2.90 1o $1.40 per pre-
scription. [n testimony, pharmacies have as-
serted that reducing the dispensing fee will mean
loss of jobs and closure of pharmacies,




